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August 6, 1997

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

NextWave Telecom Inc.

Re: Notice of Ex Parte Communication
Broadband PCS C and F Block Installment
Payment Restructuring; WT Docket No. 97-82

Dear Mr. Caton:

Yesterday representatives ofNextWave Telecom Inc.
("NextWave" or "company") met with Jon Garcia, Sande Taxali, Jerome
Fowlkes, David Shiffrin, and Peter Kaufman of the Commission to discuss
issues in the above-referenced proceeding. The views expressed by
NextWave's representatives were previously presented to the Commission
in the company's written filings or are included in the attached material
which was distributed by NextWave at the meeting.

In accordance with Section 1.1206 of the Commission's rules, an
original and two copies of this filing are being submitted to you today.
Please direct any questions concerning this matter to me or Janice
Obuchowski at 202-347-2771.

Sincerely,,

Attachment

1101 Pennsylvania Avenue, N.W.

Suite 805

Washington, D.C. 20004

Tel. 202.347.2771

Fax. 202.347.2822

www: nextwavetel.com

cc wlo attach: Jon Garcia
Sande Taxali
Jerome Fowlkes
David Shiffrin
Peter Kaufman OJ-L-

No. of Copi96 f8C'G, .....
ListABCOE



NextWave's C-block Restructuring
Presentation

to the
Federal Communications Commission

Washington, D.C.

August 5, 1997
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•.,===". NextWave Overview

• Control Group personal investment of $14M - a very
substantial part of control Group assets and the largest
investment by any Control Group among all DEs

• Approximately $600M+ private placement with over 90 small
and large investors (many individual investors and pension
funds)

• Experienced management team

• Carriers' carrier strategy with 36+ billion minutes pre-sold

• $1.5 billion in firmly committed vendor financing

• Can bring meaningful competition to the market through the
nationwide footprint to serve up to 163 million Americans
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Network Build-out Activities

• Over $80 million invested in the build-out of seven regional PCS
networks

• Four markets 70%-75% complete
- Boston, Orlando, San Diego, San Antonio

• Four markets 35%-40% complete
- New York, Los Angeles, Washington, Baltimore

• Four markets 15%-20% complete
- Houston, Cleveland, Tampa, others

• Three trial systems operational in Washington, D.C., San Diego
and San Antonio

• Phase One: 55 Million POPs iri~1998

• Phase Two: 95 Million POPs in 1999
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NextWave's Public
Market Financing Efforts

• NextWave has made every effort to access the public capital
markets

- registration statements (S-l) filed with the SEC in 6/96 for a
concurrent $500 million equity and high yield offering with
Merrill Lynch, Lehman Brothers, Bear Steams, Prudential
Securities, CIBC and ING Barings as the underwriting team

- registration statements (S-l) filed with the SEC in 2/97 for a
concurrent $500 million equity and high yield offering with
Smith Barney, Lehman Brothers, Bear Steams, Prudential
Securities, CIBC and ING Barings as the underwriting team

- Reg S equity offering in 5/97 in conjunction with ING Barings
and Prudential Securities
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Wireless Paradigm Shifts

• Passage of Telecom Reform Act of 1996

• Interconnection costs slashed

• Bundling

• Branding

• Differentiation through AIN/Enhanced Services

• CDMA Commercialized

• Wireless local loop and Area-Based Services will
capture a greater share of the wireline market

• WTO Agreement removing international barriers
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Critical Drivers of Success

• Establish National Footprint via Affiliation
Agreements & Strategic Partnering

• Carriers' Carrier Business Strategy

• Select Optimal Technology

• Raise Capital

• Vendor Financing

• Hire Experienced Wireless Talent

• Execute
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But the True Measure of
Penetration is MODs

Wireless
2MOU

Wireless

Wired

For every wireless minute consumed,
100 landline minutes are consumed
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Tremendous Growth Ahead

• Wireless MOD growth from 34 billion to
500-1000 billion MOD (1500%-2500%)

• Subscriber growth from 50 million to 110
130 million (over 100%)

"Technology Flashpoint"
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The Computer Industry is the
Harbinger for Telecom

Proprietary Computer
Vertical Providers (thru 1980's) Horizontal

Distribution

Applications/
Content

~~~!!!!!!!!!!!!!!~

Operating
System

Processor

IBM Sperry Unisys
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Vertical

lOX Forces are reshaping
Telecom...

Horizontal

Distribution

Applications/
Content

~~~!!!!!!!!!!~

Enhanced
Services

Network

1 2 3 ·
Telecom Providers ....& new value will be created
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Treatment 'of Resellers

• Wholesale rates not friendly to distributors

• New services offered to carrier's own retail
channel before given to reseller

• Zero service differentiation provided
- "*,, codes frowned upon

• No Interconnection
~;..-

• No customer service & customized directory
•servIces
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Result of Carrier Treatment
of Resellers

• Very little margin

• No corporate identity

• No product or service differentiation

• Early stages of reselling does not cover
overhead

• 5-year sunset clause on resale
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NextWave's Carriers'
Carrier Strategy

• Create a national network for the provision of wireless
products and services to existing and emerging
branded telecom retailers

- Number Ownership by Reseller

- No Channel Conflict at Retail/Brand Level

• Support resellers in their differentiation strategies

• Open network architecture with the network elements
priced ala carte (e.g., resellers can tailor services)

• Price & margin protection .
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• ...:====--... NextWave's Carriers'

Carrier Strategy (Cont'd)

• Reseller's can implement their own Enhanced
Services Platform

• Attractive interconnection arrangements

• Business risk equally spread between NextWave
and reseller's shareholders

• Reseller's can invest more in sales & marketing

• NextWave provides a competition multiplier effect
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C-block Promise

• C-block licensees collectively possess comparable talent to national carriers

• C-block licensees formed their companies based on the assumption that the
Commission desires new competition in the form of small businesses and
entrepreneurs in the wireless market

• NextWave has made the fifth largest payment to the FCC among all the
bidders in all PCS auctions

• NextWave's business plan and business strategy is viable and financable

• C-block licensees can execute on their business plans given a reasonable
opportunity by the Commission

After having accomplished so much to date, C-block licensees, who have
raised andpaid the FCC over $1 billion, the US tax payers and the
Commission deserve a constructive andpositive restructuring outcome
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C-block Promise (Cont'd)

• At the time of C-block auction, major investment banks believed that the C
block licensees are financable given the right management team, a viable
business strategy and favorable market conditions

• Dramatic changes in market conditions since 5/96

• We need more time to raise the required financing through a better cycle for
wireless capital markets

• NextWave has already been penalized:
- time-value of $474 million down-payment

- over $80 million invested in the build-out of the pes network at risk today

Anti-competitive behavior ofthe incumbent wireless operators is the
primary cause ofe-block's delayed access to the capital markets
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Time is of the Essence

• Pocket bankruptcy froze the worldwide financial markets for the C
block

• FCC issuance of PN on restructuring put all forms of financing for
C-block on hold until the restructuring process is completed

• C-block has been stigmatized (press has often misrepresented our
proposal to the FCC and the C-block story)

• Statements made by the investment bankers to the FCC have made
it very difficult for the C-block to raise any meaningful financing
prior to the completion of restructuring process

• Without the Commission's intervention, the C-block perception
primarily created by the incumbents will be turned into reality
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Restructuring Options

• Do Nothing
- most C-block licensees will be in a great deal of

trouble and ultimately in bankruptcy
• Forfeiture of Licenses

- will force a large number of C-block licensees
into bankruptcy

• Reauction
- as described

• Restructure
- as described
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Restructure

• Minimal restructuring would not do the job (e.g., annualized
interest payments)

• Restructuring within 10 years is· fair, reasonable, financable and
defensible
- six year PIK
- ten year maturity
- 75% of licensees' free cash flow paid to the government to catch up with

the current payment terms
- Some level of subordination by the FCC
- Accelerated build-out

• Qualifying individuals will not be able to sell any shares or
otherwise derive an economic benefitfrom their interest in the
company until the government is repaid
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Reauction

• Could delay competition unless it happens within 9 months

• The government could lose a substantial amount of the face value
of the C-block obligation

• Huge loss of investments already made in the build-out of the C
block markets

• Reauction participation should be limited to DEs

• Credit the downpayments towards participation in an all cash
payment reauction with a reasonable penalty

- C-block is not currently in default so there is no need for a
large penalty .' .'

• 30% of the C-block net price per POP as the minimum bid
amount
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C-block Can Prevail

• C-block licensees need a reasonable level of
restructuring to continue with their fund raising until the
public markets improve

Let the American dream stay alive
for the DEs, the US taxpayers and

the government
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fromsevaalc:aah:! 'r r~'1 £reeupcashforbuild-
Cblock licemea--aswdl ing out Ne:ltWaft'snet-
as those in the subsequent F work, md itcouldhelp as-
block. This lIDI!nSion coulel suage hesitantiD.ve.s1Dn.

Not only does itcost the mu- times we have to go
niOpality l:C acquire, pave. around," says Hoc:kemeier.
andmaima:n therights-of· Newlocalsertia: tom·
wa.y, but cities and c:ounti.e!l petiton have anunlikely
also must considerifpublic allyin their disputewitI1 the
safetyis endangeted, ifexist. local govemmems. It's the
ins utilities in thosepassages incumbent lclcos. which are
will be distuIbed, andiInew worried that tbcylnO will
entrants layering facilities in suddenly be slapped.with

. those rights.of-waywill costlynew fees in the inter-
: mMdthe spaceand affect I est ofnot discrimiJ:w:ing
I other wen, Praisnersays. I among carrierS. Although
I In MontgomeryCounty, some cities have tried to pia-

only one companyhas been ~ the incUmbents, saying
awarded afml.c:hise. fees will never be leviedon
Several others have a!1l!mpC. them, it's l10tlikelyrepmal
ed to get in butcomplain laws that treatincumbemJ
that they 81'l!! beingsralled. differenrlyfrom newplay-
TCG says that although it is erswillwitbstaDda chal-
Id1l t1j'ing to geta franchise lengeagainst provisions of
inMomgomeryCOl,ll1t1, it t:b.eTelecomAcr- "'I'11ere's
hasreworlccd its DetWOrlc no way thattheycan
plam to nm tbroughnearby promile that," McDennott

. northern V"trginia. "Somc- says. -GAlL LhWY1tlt

I
T'S ON! OP THOSB
aisremial questions:
Howcan aresale
maz:lcet develop for
w=ess phone ser

vicewhe:cno one is eager
to wholesale? A year ago
everyone hoped to find the
answetinNextWave
Telec:omInc. (San Diego),
the first personal communi·
carions services (PeS) li- I
censee dedicated to a
wholC$alebusinesa strategy.
ButNenWave has been do
mg~g hutramping'
up netWOrk operations.
ID5U:ad, the companyhIlS
b=:l busy slashing its work-
force and seekingrelief
from the FederalCommuni~
cations Commission onits ~".'"

billio
..... ,,":

$4 npaymemdor. .:,~ ~.~~f. ,.,........... 1:___ .. ,.. ..._~
sp..............~es_ '.' \,~-

Help could be on the ' .
W1l'fin the nett few weeks..
'!be PCC is amsidering the
emmsion ofpaymem
schedules for NextWave and
otherwiDnelJ in its C block
round ofauctions for broad
band PCS lic:enses. The FCC
began amsidering this ac.
tion after receiving requestS

ofmunic:ipal teleccmmuni·
cacions regulatory bodies
would be inconsistentwith
the proc:ompetitive, deregu·
latozynational policy
framework embodied in the
1996TelecomAtt." PCC
clJi.efofsWf Blair Lev:in said
ina speech last OCtober. In
two rulingJ lastY1:ar. the
FCC decreed thatlocal au
thoritY e:m:nds only to
rights-of-way supervision.
aamding to Levin.

lv1tmiOpalities say the
issue im'tjust about money.
"'lbe issue ofprotecting the
righls-ot-wayisnotjust
wantingto find new revenue
sources," say!Marilyn
Praisner, amemberofthe
FCC's advisoJy committee

. and eouno1presidentof
IMc~COUIlty,Md.
I

mission. In the city of1i'cy,
Mich., an oIdinance not
only ~alls for new eIltI'aIlts
to pay a percentage of grOS9
revenue as a franchise fee
but also attempts to define
universal servia: mu1 $tan.

dards ofintmtonnectionto
the incumbent's netWOIk.

I FUIFUE
No one questions the

rights of local governmentlS
to be compensated forthe
use of their streets, poles, or
condui~. Hawevoer, service
providers see some chuges
as diSc:rlminatmy (especial
lythosc that are not also
levied on incumbent relc:os)
and umeasonable (especial.
lythose based on revenue).

"Whenwesaywe want
nondiscriminatory treat
ment, we're not looking for
a:free ride," says Meredith
Hams, vice pl'eSidentand
assistant general ccumel at
TCG. TheissueisthatfIan
cbisc fees shonld relat2 to
the dties' oosts for adminis.
teI;Q1g the righu-of-way,
CL!Cuay. Bt1tmanylo~
~1Sarc usingthe
modelior cable franchises,
underwhich they rake up m
10 perceDtoftheprovider's
gIOSS revenue, regardless of
the cost ofservice delivery.
Some are even tOS8D1g
around the ideaofa 15 to 2.5
percent gross revcoue fee.

In addition, dries are
taddDg on one·time charges
for filing a.pplications for
rights-of-way. Austin. Texas,
triec1w get $5,000 from
every companyapplyingfor
a franchise. That febas
been reduced to $850, says
Gwen Rawling. direetorof
btuine!S and government
relations atWeste1 (Austin.
Texas), a CLEC thatistryjng
to set up shop inTexas.

The FCC is now consid
eringpreem:ptfon ofsome
municipalities' rules. The
eommiuio11is also working
through the issp.eswithirs
Local and State Govm1ment
Advisory Committl!e. Some
writing is already on the
wall. "The establishment of
hundreds or even thousands
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Some exputs expect the incruuing number of
PCS network" to open up J,~ wire!.us ruak

market, but that ha.rn 't happened so far.

Cia! resellers depend aD the pened. Powm:cl Inc. (We5t
fate or NatWave, says Larry Point, Ga.), iLPeS operatDf
Day, senior vice president of that holds license! inabout
fin.ance for cellexis Inter~ two dozen markets, saysit
nltional. Inc. CPhoenW. a isn't going after the resale
reseller of c:e.Ilular 5emcc marlcet because it's alow-
that plans to become a DWgin business. Still, Day

i NextWave customer. "A ofCellexis believes that peS
compauylike NextWave is a operatorS like Paw'l!rW that
breath of fresh air," he says. seccred their licenses from

Resellers today rely the earlierA andBbloc:k

I
mostly on cellulu w:tWOtk auctions may~ome more
operatOrs, fur whichwhole- receptive to resale in ayear

; sale is an adjuna to their re- orso, after the.it reaWbun
tail businesses. These open- nesses are established.
ton tend ttl cl:wge melleIs This lag could give
30 to '35 pcrcmt belowaver- NenWa:ve lhe breathing
ase retail airtime rateS, ac- roomitneeds. Mostofthe
cordingro The Strategis ~ thatstrW:kagrIe-
GIoup (Washington. D.C.), a mcnt3withNextWaft DOW
IDaIb:r:researcllfum. Pure I have resale agreememswith
wholesalers like Nmwave i eel1u1ar caniers, says David

The Paper Trail
It. funnyttllnghappened on tn8
way fa me countlall3e-ar lust
thaf'l !til! way same competitiVe
local eschange camers see it.
Apparently lOme PI"III reJwu
fram SSC Communications Inc.
&Ullportrng Ute Telecalll1'lWl1ica
!JODI~ of 1996 hom 'SU$1li"
ciausVd~ll..red from the
company's World Wide Web
ardlin', fallowing thl colJllllUlY's

BRIEFS I But the FCC's action

I
maybe too little, roo lare.
Some say futUre growth of
the wireless resale IIWtet is
bleak. One huge problem

i for Ne:nWave is its high cost
J strUcture. "Nooneseems to
, haYe the ~etiteto ntisfy
I it,"s~Marklowenst:in.
, vice president orW'irelessI
, mobile conmwnicatiOns at

TheYankee Group
(Bomn).

NI!ItWave, which has
aslc2d the FCC to enend the
paybackperiod for licmsCli
from 1.0 to 20 years, says it
willsurvive evenifthe par-

I mem:schedule remaiDs un
changed. Othen alekeep
ing the faith. '"Don't count
Narwave out," says Max
]C1ejnmaD, a c:onsuI:cantwith
Andersen Comulting UP
,(Chicago). "BurNCMWave's

, setbacks are seve:e.ly affect·
iDgpcople's ability to do

earfyJuly'chili...alttle amsti- .wireless resale.~ The Den
MianafdYofttrlacr.pnMsian nweekswill go along
prmnrlngSBCand otIl.Sill. waylCWilIt1 determining
compmtll from pmidln~ Jonc- NatWaw's long-term.
distance.lema untiJ localcom- prospect:!--and.maybe the wouldbe ezpected to pro- !Gusky, p.residemoithe
petitianaisrs.At an AslGCiation , prospectS forwirelessresale vide margim thata:e at NalioDal WIIcleu R.ese1lcn
forLocal TclecDllml8'licalians ingeneral leasts to 10 pereeutb~ Anodalion. MCIlw c:om-
SInIca (ALTS,Washingtan, Nouo manymomhs llIWysts say. Just asimpor- I mia.h:o buy 10 bmianmm-
D.C.) pms Imlftn& I"IprtlSlnta- qu, N=Wcm:was a clar- taDt; purewho1esalcIs uteS fromNe:ttWave OVl!1'10

1iYet fromI.comllltttol'a 1iDgoithe wirelessindumy. wouldn't compete with their yeus. In themeantime,Ma
Braoks fibill' Properties 1m:. (SL Backedwithsmn:up £inane. resellers, the 'Wff!/1"eWicpo ~provideswirelea
Louis) and ICG Cornmunica1Jons iDg from Japaneseccnsume:r ,~ do. semce inmore thm40 mar·
Ine. (Endewoad. Colo.) aaythat I electronics giant SonyCorp. kets through~
lriICII ttrey WIndaint~tu I and lCcrea E1eonc Power ••• IUDS m withc:cllularc:mie:rs.
prepare fann. tradllP'OUlfs1i1lng Corp., amcngothezs, Today, resale account! NutWave now says it
IIan Im8rvanoron IIM1tt at the NI!ItWave had committed fOr only" percentofthe to- will begin teclmica1 ttials.

, I\MrnDlIII'It in thesac laWllUit, more than S4billion for PeS tal u.s. wireless voice mar- which were origiDa11y
ther cauldn't find SUllIe \X8U re- liamses in63 markers and ket ofmore than SZ3 billion. scheduled for the spri;ag, at· "
leues theyttraughtWl!n! sentDUt pla:oned to offerOlpacityon onl! rea.son is that the ceIlu- terthe pCC's dedsion on
bJ.8e1l~SBCsayathe itulelworksolelytDfe- larmarket, umilrecemly, paymem:plans.Ayurago,
com,.ntu,..,. .actlymlatllcen. sd1en. Liningup for WU strW:tUred as a duopoly ithad p1aJmed 10 offer..-
"WI hav8 natpulltd anytftinCfnlm NenW;m:'s fadlitic:s~ ineach city or tOWn. 'I'hc:re vice c:OmmerciaJ1y inseveral
(tlleWebalre]l"IlatIdtl2tfteaet- serviceprcviduslibMCI bas been enough business maJketsbycbeeadofthir
..,. an sac._1IfIOIL"WJ: Commumcatiems Corp., &omretail c:ustDmers to ,eat'--Witbbuildcutinthe ~
dJdn't lautarel'''lllCcific to CiDdnnatiBellTelephone keep the a:llulat serT.ice, remainderofits DWilets by ~
1heaet."'The _u.l"IDIlays CO., andEm:lCommnni- prcvidl!rS happY. the end of1998. New, die ~
mnwaun sse rtle:anRgard- caU.ons Ine;. (DaBas). Me-too PCS bas changed the CDuxpanyis queryiDgthe 30 B'
In,"'e dlbur OfI!I lonf'fljJtlllCl wirelCll wbo1esalcn wert: aDDPet:it:M! atmosp.beze on or10mellers tbatbavl! ~
c:eIIlllarservices that refemld!ll said to bewaitingin the the Clnsumerside of the awudai itc:onttadI awl e
thuet'spa-.,SBCdidisstlea shadows, hangiDgtheirea-. wireless busiDess, and some 1etIlIrS ofinte'ntto1iDdout =
prcaRic••an Feb. 8, 1996, but ttystrategie! on NeJ:tWl!M!" expeerthe increasingnum- whatmatkets those CWJ- !
ttIe rdcan cani lie found in sec Irise or £a1l,. betofnetWOr.la to open up mmers wantto seeup aad i
or1Ubaid!arySouthwnnm aell's Infaa. the business theresalemazket. So far, rwmiDgmst. I
WIll uchlva. plans ofhundreds ofpoten- however, that hasn't hap- j, -PhUL llUBIN •

,"L••• than one year alr0 the FCC Issued rule. that were
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